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In Montreal on April 2-4, the Inter-American Development Bank board of governors convened
for their annual meeting. Member-nations of the IDB number 44. Selected highlights of speakers'
statements appear below.
*IDB president Enrique Iglesias described the 1980s as a "lost decade," during which the regional
economy grew at an average 1.3% per year, and foreign debt reached $434 billion. However, painful
political and economic reforms underway in much of Latin America and the Caribbean offer the
best hope for economic recovery, he said. Iglesias mentioned "impressive" efforts toward economic
stabilization in Bolivia, Chile, Costa Rica, Ecuador, Mexico and Venezuela.
*World Bank president Barber Conable assured IDB members that the institution would not ignore
Latin America and the Caribbean with the advent of the Bank's increased presence in Eastern
Europe. He added that since Eastern Europe was a "powerful lure" to private capital, Latin America
and the Caribbean will have to create an attractive business environment. Conable said the Bank
has estimated the cost of rehabilitating roads and power and sewer systems in the region during the
1990s at $25 billion to $30 billion.
In addition, he said, social services have deteriorated, including declining school enrollment, rising
infant mortality rates and deaths from malnutrition. Conable defended the US debt reduction
initiative, known as the Brady Plan. "To those who claim the Mexican debt reduction was modest in
quantitative terms, I urge them to look at the impact it had on confidence, investment, on interest
rates and flight capital. The Mexican agreement demonstrated that, with sound economic policies
and a carefully constructed market strategy, a real measure of debt reduction can be achieved."
He said the 1990s could be a decade of opportunity for Latin America if it can make use of "growth
through the creative use of internal and external resources."
*Canadian Foreign Minister Joe Clark, elected president of the IDB board of governors, said the IDB
faces its greatest challenge in the next decade. He noted the trend toward democratic government
and economic liberalization, but added that the region's foreign debt burden and high interest
rates left national governments little room to maneuver. Clark asserted that because unilateralism
is no longer functional, cooperation among member-nations of the hemisphere's multilateral
organizations must be improved.
*Canadian Prime Minister Brian Mulroney cited the free trade negotiations underway between
the US and Mexico, and recommended that Latin American nations such as Argentina, Brazil and
Venezuela establish their own comprehensive trade arrangement. Although Mulroney endorsed
a US-Mexico trade pact, the Canadian government has said it has no intention of participating
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in such an arrangement. Canada finalized a similar bilateral accord in 1988. April 3: Venezuelan
representative on the board, Miguel Angel Rodriguez, said his government's new macroeconomic
strategy will be accompanied by major trade policy reform. Rodriguez is minister of state. Rodriguez
said fiscal reforms include substantial changes in the tax system and reduced public subsidies.
*Uruguayan Deputy Economy and Finance Secretary Nicolas Herrera said his government is
engaged in reducing "excessive" protectionist measures, cutting public spending, and in the
deregulation and privatization of inefficient state-run enterprises. Included among the latter are
communications, air transport, some port services and alcohol production. * On April 2, the IDB
announced approval of a $250 million loan to Argentina and Paraguay to continue construction of a
hydroelectric plant located on the two nations' shared border.
Meanwhile, in Buenos Aires, President Carlos Menem's brother and member of the national
congress, Saul Menem, announced that the project had been canceled for six months. In Montreal,
Argentine Finance Minister Antonio Erman Gonzalez said, "This policy ambivalence is what
provokes [Argentina's] current situation of near chaos."
*Mexican Finance Minister Pedro Aspe said the reduction of trade imbalances among industrialized
countries would not only lead to expanded imports by Japan, West Germany, and nations, but
would also relieve pressure on those industrialized countries' domestic savings. Aspe also called on
the world's most wealthy nations to restructure their public finances toward bringing about lower
interest rates, increased savings, and greater availability of financial resources for domestic and
foreign investment.
*According to Ecuadoran Finance Minister Jorge Gallardo Zaval, "political and social conflicts
have led to the rapid abandonment of stabilization programs, meanwhile revealing [their] evident
structural inadequacies." The minister said that the need for economic reform in many Latin
American countries cannot be ignored. In the Ecuadoran case, the government has implemented
ambitious tax, foreign trade and capital market reforms. However, said Gallardo Zaval, the principal
causes of debtor nations' economic crises are economic stagnation, the region's large financial
deficit (profit repatriation and debt service in excess of foreign investment and new loans), and
deteriorating terms of trade. He also noted that the foreign debt/GDP ratio for Latin America
and the Caribbean increased from 33.1% in 1978 to 55% in 1989. Two related factors underlying
the limited impact of painful austerity programs are the continuity of industrialized nations'
protectionist barriers, and declining terms of trade for Latin American exports.
*US Asst. Treasury Secretary John Niehuss reiterated Washington's commitment to case-by-case
treatments of Latin American economic problems. He criticized those who seek simple solutions
to complex problems, and attempt to finance economic development by delaying debt service
payments. Niehuss referred to the Mexican debt reduction agreement as an example of resolving
crises via negotiation. He concluded by asserting that if Mexico continues its economic reforms,
it will realize annual GDP growth of between 5% and 6% in the next five years. April 4: Mexico's
representative on the IDB board, Jose Luis Flores, announced that Mexico has requested $2.25
billion in loans from the IDB. He said the credits will likely be approved and finalized in late 1990
or early 1991. Flores said that in the next four years, the IDB will seek to extend $22.5 billion in
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loans. He added that 65% of the loans in this period will be distributed to countries in the IDB's "A"
and "B" categories (Argentina, Brazil, Chile, Colombia, Mexico, Peru, and Venezuela), while the
remainder will go to nations in "C" and "D" categories. (Basic data from several reports by Notimex,
04/02-04/90; UPI, 04/03/90)
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